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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION
AT RI CHVOND, AUGUST 25, 2000
COMMONVEALTH OF VIRG NI A, ex rel.
STATE CORPORATI ON COMM SSI ON
V. CASE NO. PUEO00470

COLUMBI A GAS OF VIRG NI A, I NC

RULE TO SHOW CAUSE

On August 23, 2000, the Staff of the State Corporation
Commi ssion ("Staff") filed a notion in the captioned matter. In
that notion, Staff requested the Comm ssion, pursuant to its
authority under 8§ 56-35 of the Code, to issue a rule to show
cause, if any there may be found, why Colunbia Gas of Virginia,
Inc. ("Colunbia Gas" or "the Conpany") should not be found in
viol ation of Virginia Code 88 56-234, 56-236 and 56-237 for
failure to conply with the Conpany's filed tariffs, and why
because of the Conpany's failure to cease such violations, the
Comm ssi on shoul d not inpose fines and penalties pursuant to
8§ 12.1-13 of the Code and enjoin the Conpany fromfurther
viol ati ons of 88 56-234, 56-236 and 56-237 of the Code. The
Staff further requested the issuance of a tenporary injunction

agai nst the Conpany, upon notice and hearing, enjoining the


http://www.state.va.us/scc/contact.htm#General

Conmpany from further engaging in the aforesaid conduct pending
the Commi ssion's final determnation in this matter

The Staff, having conducted an investigation of this
matter, alleges that:

(1) Colunbia Gas of Virginia, Inc. is a Virginia public
service corporation, holding certificates of public convenience
and necessity to provide natural gas distribution service in al
or parts of 51 counties and 19 cities in Virginia. The Conpany
serves a total of approximtely 172,727 custoners in the
Commonweal t h.

(2) On August 2, 2000, the Division received a facsimle
copy of correspondence fromthe Conpany bearing the sane date,
and addressed to M. Tom Lamm of the Conmm ssion's Division of
Energy Regul ation. The letter advised that Col unbia Gas had
begun adjusting residential custonmer billing with a tenperature
conpensation factor. |Information attached to this letter
i ndi cated that an average residential custoner using 612 CCF of
nat ural gas woul d experience a net bill increase of about $18.54
annually as a result of this new practi ce.

(3) The Conpany's applicable tariff set out bel ow nakes no
express provision for tenperature conpensation adjustnents.
Second Revi sed Sheet No. 359 of the Conpany's tariff which was
accepted for filing on January 11, 2000, includes the follow ng

rel evant provision:



Low Pressure Accounts
The Quantity of Gas Determ ned by Meter Reading
Except as otherwi se indicated in an applicable schedul e,
the quantity of gas delivered to each Custoner shall be
ascertained by the readings of the nmeter furnished by the
Conpany. The Conpany will read the neter once each nonth.
As to any custoner whose neter is unable to be read in a
nont h, the consunption for the nonth shall be determ ned by
cal cul ation on the basis of the Custoner's previous usage
considering factors such as variations in weather, numnber
of days in the period, the trend in seasonal usage, etc.,
in order to provide as nearly accurate a bill as possible
wi t hout actually reading the neter.

According to Staff, the "applicable schedule" referred to
inthis tariff |anguage neans the rate schedul e under which
custoners are served. In this case, the applicable schedule is
Rate Schedul e RS which al so makes no reference to the
application of a tenperature adjustnent factor.

(4) In response to the aforenentioned Conpany |etter, on
August 3, 2000, Cody Wal ker, Assistant Director of the
Commi ssion's Division of Energy Regul ati on, requested, by
letter, that the Conmpany: a) discontinue the application of the
tenperature adjustnent factor until the Conpany had
satisfactorily denonstrated that it had explicit tariff
authority to apply a tenperature adjustnent factor to | ow
pressure accounts, b) provide a response to his letter,
conveyi ng the Conpany's decision to continue or discontinue the

application of the adjustnent factor, c) describe any

aut horization for this practice, and d) provide an estinmate of



the increased annual revenue that will accrue fromapplication
of the adjustnent factor.

(5) On August 9, 2000, the Conpany responded to M.

Wal ker's |letter of August 3, 2000, stating it had concl uded that
nothing inits tariff precluded the application of the

adj ustment. The Conpany's response also noted that it was
unabl e to conpute the annual revenue inpact of the application
of the tenperature factor reliably. The response did note that
t he adjustnent was being applied to 125,170 accounts.

(6) The enclosures to the Conpany's August 2 letter
indicate that application of the tenperature adjustnent factor
woul d i ncrease an average residential customer's annual
consunption from612 CCF to 635 CCF, an increase of 23 CCF or
3.76 percent. Assuming that the 125,170 residential accounts
subject to the tenperature adjustnent use an average of 612 CCF

per year and current rates, application of the tenperature

factor wll increase these custonmers' overall revenue
requirenent by $2.3 million, of which the Conpany's annual non-
gas revenue, i.e., the portionit wll keep, will increase by

$796,882. The Staff notes that the exact increase that woul d
result fromthe application of the adjustnment will, of course,
vary based on the specific usage characteristics of the affected

cust oners.



(7) The Conpany began applying a simlar adjustnent to | ow
pressure commercial accounts on May 6, 1998. The Staff states
that then, as now, they questioned the Conpany regarding the
appropri ateness of that practice. The timng of the adjustnent
to commercial accounts coincided with the review of the
Conpany's proposed rates in Case No. PUE980287. Consequently,
the Staff proposed, and the Conm ssion accepted, an adjustnent
to the Conpany's billing determnants to reflect application of
the tenperature adjustnent to | ow pressure commerci al accounts.
According to the Staff, the rate adjustnents resulting from
t hese changes in the billing determ nants nmade it unnecessary to
make any changes in the Conpany's commercial tariff |anguage.

(8) Tenperature conpensation adjustnments for the Conpany's
| ow- pressure comrercial accounts di scussed above, were
accommodat ed t hrough reductions in per-unit rates. Consequently
(i) the Conpany did not realize an ongoi ng revenue increase, and
(ii1) the Conmm ssion-approved rates were consistent with the
Comm ssion's findings regarding the appropriate | evel of revenue
approved for Colunbia Gas. |In contrast, however, the Conpany
now proposes to apply tenperature conpensation adjustnents to
residential custonmers w thout any acconpanyi ng adjustnents to
billing determ nants as was done in the case of the Conpany's
comrerci al custonmers. The net result, according to Staff, is a

rate increase of nearly $800,000 for these residential custoners



that has no regulatory basis and is inconsistent with its filed
tariffs.

(9) The Conpany's practice descri bed above violates the
Conpany's tariff and is inconsistent with the proper application
of the Conpany's approved rates. Colunbia Gas' approved rates
were predicated on residential billing determ nants that did not
reflect an application of the tenperature adjustnent factor.
Application of such an adjustnment outside of a rate proceeding
woul d i ncrease the Conpany's revenues w t hout Comm ssion
sanction or public hearing. Such an increase is also
i nconsistent with agreenents entered into by Colunbia Gas in
support of approval s sought and received in Case No. PUA000024
under which the Conpany agreed that it would not seek base rate
relief prior to Qctober 31, 2001

(10) The Conpany's application of the tenperature factor
coi ncides with expected increased gas costs. Natural gas costs
have increased significantly in recent nonths and are expected
to be higher during the coming winter. Application of the
tenperature factor during the winter nonths will also
effectively increase gas costs to consuners during the w nter
and thereby conmpound the inpact of home heating costs for

consuners



(11) The Staff has requested that the Conpany cease this
practice. To date, however, the Conpany has not disconti nued
this practice.

(12) The Staff Mdtion contended that the Conpany failed to
followits tariffs on file at the Conm ssion in violation of
Virginia Code 88 56-234, 56-236, and 56-237. The Staff
mai ntai ned that if the Comm ssion determ nes that the Conpany's
actions described herein are not in conformance with its tariff,
the renedy of a refund to such custoners may be wholly
i nadequate. For exanple, the Staff notes, Colunbia's
application of the tenperature adjustnment table during the nonth
of February woul d increase a custonmer's consunption by
approximately five percent. Based on current rates, a customer
usi ng 200 CCF of gas in February woul d experience an increase of
approximately $9.12 as a result of the conpensation factor.
| ncreases of this nagnitude, particularly when coupled with
hi gher gas costs, could pose a financial burden to | ow and
fi xed-inconme custoners and increase the probability of their
di sconnection or the assessnent of |ate paynent charges agai nst
them Furthernore, the Staff asserts, if the Conm ssion
determ nes that the Conpany is not entitled to such tenperature
adjustnents and this practice is not suspended pendi ng such a
determ nation, these residential custoners will likely be

subj ect to additional —-and conf usi ng—€onpany charges thereafter



to recoup credits issued in the warmer nonths, beginning in
August 2000.

NOW t he Conm ssion, having considered the Mdtion, is of the
opinion and finds that it is appropriate to take evidence on the
all egations set out in the Staff's Mdtion to determ ne whet her
the alleged violations occurred and, if so, whether the
enforcenent action and relief requested by the Staff are
appropriate. The Comm ssion has drawn no concl usi ons based on
the allegations, but finds that the Conpany shoul d be required
to respond formally to them as provi ded bel ow.

Accordingly, IT 1S ORDERED THAT:

(1) This matter shall be assigned to a Hearing Exam ner
pursuant to Rule 7:1 of the Commission's Rules of Practice and
Procedure, 5 VAC 5-10-520, to determi ne the issue of whether the
tenporary injunction requested by the Staff should be issued in
this matter.

(2) The Conpany shall appear before the Hearing Exam ner
in the Conm ssion's courtroom |ocated on the second floor of
the Tyler Building, 1300 East Main Street, Richnond, Virginia,
at 10: 00 a.m on Septenber 11, 2000, and show cause why it
shoul d not be enjoined fromfurther violations of 88 56-234, 56-
236, and 56-237 of the Code of Virginia and penalized pursuant

to § 12.1-13 of the code of Virginia.



(3) Colunbia shall file with the derk of the Comm ssion,
on or before Septenber 5, 2000, an original and fifteen (15)
copies of a Responsive Pleading in which it expressly admts or
denies the allegations contained in this Rule to Show Cause. |If
Col unbi a Gas denies any of the allegations, it shall set forth
inits Responsive Pleading a full and clear statenent of the
facts which it is prepared to prove by conpetent evidence that
refute the allegations so denied. The Responsive Pl eadi ng shal
be delivered to the Clerk, State Corporation Commi ssion,
Docunent Control Center, P.O Box 2118, Ri chnond, Virginia
23218.

(4) Colunbia Gas shall be in default if it fails to file
in a tinmely manner the Responsive Pleading, as set forth above,
or if it files such pleading or fails to make an appearance at
the hearing. In such event it shall be deened to have wai ved
all objections to the admissibility of the evidence, and it may
have entered against it a judgnent by default inposing sonme or
all of the aforenentioned sanctions. |[If the Conpany is in
default, the Staff may establish its case through subm ssion of
the testinony of Staff's witnesses in this proceeding.

(5) On or before Septenber 8, 2000, the Conm ssion Staff
shall file with the Cerk of the Commission a Reply to the

Conmpany' s Responsi ve Pl eadi ng.



